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THE LAW AND THE PROFITS Northcote Parkinson* 


Boston: Houghton Mifflin Company, 1960. 246 pp. $3.50. 


The first purpose this book show that there are limits 
the collection revenue and that evils multiply when these limits are 
ignored. There law which public expenditure governed and 
obedience this law universal, eternal and all but inevitable. 

The second purpose this book show that greatly re- 
duced revenue would bring about improvement, not decline, 
the public services. the paradox administration that fewer 
people have less and more time, therefore, which think 
about what they are doing. When funds are limitless, the only economy 
made thinking. 

Expenditure rises meet income. Parkinson’s Second Law, like 
the matter everyday experience. Individual expenditure 
not only rises meet income but tends surpass it, and probably 
always will. What true individuals also true governments. 
But between governments and individuals there this vital difference, 
that the government rarely pauses even consider what its income is. 

Governmental opposed individual income historically linked 
with the incidence war. During time emergency, with our in- 
terests, our beliefs, our pride even our existence stake, agree 
pay almost anything the price victory. theory the revenue 
should fall something like its previous level when the war ends. 
practice seldom does. While the government income remains 
almost its wartime level, peacetime expenditure rises meet it. 

The first task government should decide upon the 
proportion which can safely take the national income. The 
peacetime limit should fixed per cent the national income, 


*Professor, Department Political Science, University 


First Law Administrators are bound multiply and 
there need relationship between the work done and the size 
the staff which may assigned. 


a 


well short the point (25 per cent) which the tax will cause infla- 
tion and further from the point (30 per cent) which country’s 
international influence must begin decline. 

Toward serving the nobler purposes the state, while the 
same time easing the burden taxes, essential step eliminate 
waste; and the waste not merely material but talent and time. 
But nothing this sort possible unless the whole process public 
finance reversed. Economy must begin with fixing the revenue 
proportion the national income and informing each department 
the total expenditure must not exceed. Put absolute limit 
the revenue and then let expenditure rise meet it. These are the 
profits experience and from these profits should derive our law. 


THE SILENT LANGUAGE Edward Hall* 


Garden City: Doubleday Company, Inc., 1959. 240 pp. $3.95. 


Though the United States has spent billions dollars foreign 
aid programs, has captured neither the affection nor esteem the 
rest the world. The reasons for this are many and varied, but much 
the foreigners’ animosity has been generated the way Americans 
behave. Most our behavior does not spring from malice but from 
ignorance, which grievous sin international relations. 
are not only almost totally ignorant what expected other coun- 
tries, are equally ignorant what are communicating other 
people our own normal behavior. 

Most Americans are not conscious the elaborate patterning 
behavior which prescribes our handling time, our spatial relation- 
ships, our attitudes toward work, play and learning. addition 
what say with our verbal language are constantly communicat- 
ing our real feelings our silent language the language behavior. 
Sometimes this correctly interpreted other nationalities, but more 
often not. 

Time element culture which communicates powerfully 
language. Because manipulated less consciously, subject 
less distortion than the spoken language. can shout the truth 
where words lie. Time with handled much like material; 
earn it, spend it, save it, waste it. somewhat immoral have 
two things going the same time. Latin America not 
uncommon for one man have number simultaneous jobs which 
either carries from one desk which moves between. While 
look the future, our view limited. not the future 
the South Asian that may involve centuries. Promptness also valued 
highly American life. people are not prompt, often taken 
either insult indication that they are not quite respon- 
sible. Yet some Latin countries, forty-five minute delay per- 
fectly reasonable. 


*President Overseas Training and Research, Inc. 


What culture? Culture its entirety form communica- 
tion. controls behavior deep and persisting ways, many which 
are outside awareness and therefore beyond conscious control the 
individual. way organizing life, thinking, and conceiving 
the underlying assumptions about the family and the state, the eco- 
nomic system, and even man himself. 

There are certain criteria for systems culture. system must be: 

Rooted biological activity widely shared with other ad- 
vanced living forms. 

Capable analysis its own terms without reference other 
systems and organized that contains isolated components that 
could built into some more complex units, and paradoxically 

constituted that reflects all the rest culture and also 
reflected the rest the culture. 

There are ten separate kinds human activity which can 
labeled Primary Message Systems. Only the first involves language. 
They are: 

Interaction 

Association 

Subsistence 

Bisexuality 

Territoriality 

Temporality 

Learning 

Play 

Defense 

Exploitation (use materials) 
Each one pervaded biology, can examined itself, and 
geared the over-all network culture. 

Behavior and culture can divided into three levels 
the degree awareness feeling which attaches it: the formal, 
the informal, and the technical. 


Formal activities are taught precept and admonition. The 
adult mentor molds the young according patterns has never 
questioned. Formal patterns are almost always learned when mistake 
made and someone corrects it. Technical learning also begins with 
mistakes and corrections, but the student offered reasons for the 
correction. informal learning the principal agent model used 
for imitation. Whole clusters related activities are learned 
time, many cases without the knowledge that they are being learned 
all that there are patterns rules governing them. this way 
entire systems behavior made hundreds thousands de- 
tails are passed from generation generation, and nobody can give 
the rules for what happening. 


Formal systems are apt become firm that they become 
identified with the process nature itself and thus alternative ways 
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behavior are thought unnatural not impossible. Yet this 
rigidity has its advantages. People who live and die formal cultures 
tend take more relaxed view life than the rest because 
the boundaries behavior are clearly marked, even the permis- 
sible deviations. There never any doubt anybody’s mind that, 
long does what expected, knows what expect from 
others. 

Taken any given point, culture seems made formal 
behavior patterns that constitute core around which there are certain 
informal adaptations. The core also supported series techni- 
cal props. 


doubtful that anyone ever really changes culture the 
sense that this term ordinarily used. What happens that small, 
informal adaptations are continually being made the day-to-day 
process living. Some them work better than others. These adap- 
tations eventually become technicalized improvements, 
improvements accumulate imperceptibly until they are acclaimed 


person really wants help introduce culture change 
should find out what happening the informal level and pinpoint 
which informal adaptations seem the most successful daily 
operations. Bring these the level awareness. Even this process 
can only accelerate change, not actually control the manner 
desired men action. This because the out-of-awareness nature 
the informal where all changes start. 


considering man’s total life communication see three 
aspects any communication system: its over-all structure, its com- 
ponents, and the message itself. Similarly, messages can broken 
down into three components: sets (like words), isolates (like sounds), 
and patterns (like grammar syntax). These terms apply all 
types communication, including language. The sets are what man 
first perceives, the isolates are the components that make the sets, 
while the patterns are the way which sets are strung together 
order give them meaning. 


Although very little known about how patterns operate, one 
point that cuts deeply into our system belief that there such 
thing “experience” the abstract, mode separate and distinct 
from culture. There intervening set patterns which channel 
man’s senses and thoughts, causing him react one way when some- 
one else with different underlying patterns will react his experience 
dictates. 


The idea that man cultural being bound hidden rules 
and not master his fate may come shock. The one thing 
that quite clear, however, that man bound long remains 
ignorant the nature the hidden pathways culture provides for 
him. But broadening his conception the forces that make 


and control his life, the average person can never again completely 
caught the grip patterned behavior which has awareness. 
While true that culture binds human beings many unknown 
ways, the restraint exercises the groove habit and nothing more. 

The realization that formal culture can exert stabilizing in- 
fluence our lives should not mistaken for conservatism. real 
understanding what culture should help people learn where they 
are and who they are. 

Probably the most difficult point make that not only 
culture imposed upon man but man greatly expanded sense. 
Culture the link between human beings and the means they have 
interacting with others. The meaningful richness human life the 
result the millions possible combinations involved complex 
culture. 


STANDARDS WAGE DETERMINATION Paul Bullock* 


Los Angeles: Institute Industrial Relations, University California, 
1960. pp. $.75. 


The nature wage determination, practice, highly complex. 
First, wages are frequently determined through collective bargaining, 
and unionism invariably introduces new complexities into the process 
determination. Second, workers (and the unions that represent 
them) are much influenced considerations other than purely 
monetary ones their choice jobs and wages. Third, governmental 
and social forces exert powerful effect wages, through minimum 
wage legislation and similar factors. 

The major standards used the economy present are com- 
parisons, cost living, ability pay, productivity, family budgets, 
purchasing power, and technical and miscellaneous factors. 

Easily the most powerful and pervasive criterion for wage deter- 
mination the “comparisons” standard. the major, and great 
many minor, industries throughout the United States, few important 
wage settlements set pattern which then followed scores 
bargains within the bargaining area. 

Wage comparisons take number different forms. First, com- 
parisons can made either terms wage adjustments abso- 
lute wages. Second, they can based either upon jobs within given 
plant, similar jobs different plants firms within the industry area, 
general interindustry comparisons. Third, they can involve review 
the entire wage structure contrast with the corresponding struc- 
ture elsewhere, or, more likely, few key jobs for which rates are fixed 
according both internal and external influences. 

Another commonly used standard “cost living.” the 
beginning 1959, million workers under union agreements were 


*On the Staff the Institute Industrial Relations, University 
California. 
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covered automatic cost-of-living clauses. Union leaders regard 
with enthusiasm, and some economists with disapproval, the un- 
questioned fact that escalator clauses narrow the time gap between 
price and wage increases inflationary period. Yet likely 
that unions will attempt modify abandon such provisions the 
prospect declining prices confronts the economy. 

The slogan “ability pay,” oftentimes “inability pay,” 
really catchall for the various competitive forces that influence the 
process wage determination. most cases the ability-to-pay 
argument rationalization for wage proposals advanced for other 
reasons rather than primary basis for determination. One major 
defect the standard the frequent inability labor and manage- 
ment interpret the relevant financial information and apply 
the problem determining wages. Even when there agreement 
the correctness and adequacy the data, there may little accord 
their meaning and application for purposes wage determination. 
vary from year year, and neither labor nor management 
would satisfied with wage level that constantly fluctuated 
and down according the immediate profit situation. 

The wage standard most acceptable many economic theorists 
would perhaps Yet practice the difficulties 
inherent measuring productivity and translating into specific 
wage rates limit the usefulness this criterion. 

Probably the oldest standard for wage determination the much- 
disputed “family budget.” Historically, this concept has evolved 
from the “minimum standard living” which much our earlier 
social legislation was based the more recent “modest but adequate” 
budget developed the U.S. Bureau Labor Statistics and 
various private organizations. These governmental measures are 
designed primarily protect the low-income unorganized workers 
American industry. such, they have relatively little impact the 
determination wages under collective bargaining. Unions, however, 
often use various types standard-of-living measurements justify 
their wage demands negotiations with employers. 

Most the standards for wage determination are centered upon 
the economics the individual worker, firm, industry. im- 
portant exception the “purchasing power” argument, which applies 
the total economy. This argument suggests that wage increases are 
justified (and perhaps essential) means stimulating the con- 
sumer market for goods and services. Obviously this very imprecise 
standard, indicating neither the nature nor the amount contem- 
plated wage adjustment. probably has more value 
relations gambit than criterion for wage determination. Never- 
theless prominent among the arguments offered unions 
support their demands, and therefore merits consideration. 

For each individual job, there are inevitably number factors 
that are unique and specific terms the job itself. These seldom 


have much impact the general wage level, but their effect certain 
major industries, nevertheless, has been considerable. 

One such factor the degree risk and onerousness attached 
the job. Another important factor influencing the wage rate 
the stability employment. This particularly evident casual trades 
such building construction, where irregularity employment 
can cause marked fluctuations annual income employees. Union 
rates for construction trades have long been high relation other 
trades, but the intermittent nature employment this industry has 
often caused annual earnings lag behind those other industries. 

More important are technical and technological factors affecting 
the operation specific job. Changes machinery equipment 
may require new skills and corresponding reevaluation job con- 
tent and responsibility. era automation this process that 
must undertaken frequently plants and industries characterized 
rapid technical advance. 

powerful force influencing wage determination specific labor 
market the relative abundance scarcity workers with given 
skill. Essentially this practical manifestation the supply-and- 
demand factors spotlighted the “competitive” theory. 

One other factor merits attention any discussion wage 
determination. The concept should broadened in- 
clude the totality items making labor cost. Increasingly the 
goal unions secure from employers given bargaining area 
reasonably uniform “package” which comprises not only wage rates 
but fringes ranging from longer vacations maternity benefits. 


CAN ACCELERATE AMERICAN ECONOMIC GROWTH? 
Klaus Knorr* 


The General Electric Defense Vol. No. January- 
March 1960, pp. 4-10. 


The most serious thinking about the adequacy American 
economic growth has been touched off the sharply superior growth 
rates achieved Russia and the Sino-Soviet bloc 
whole, and expectations what continuation these rates might 
the security the United States and the West. Though dif- 
ferent experts have come different conclusions regarding the 
most serious estimates Soviet economic growth fall within range 
from per cent year. During the the GNP the 
Communist countries Eastern Europe seems also have increased 

Over longer periods, economic growth the United States has 
been fairly stable, averaging 3.5 per cent per annum from 1839 
1959. 

Contrary prewar experience (1919-1938) the economic growth 
Western Europe has recent years markedly exceeded that the 
United States. Over the four-year period from 1953 1956, the 
seventeen countries the Organization for European Coop- 
eration saw their combined GNP expand per cent, while that 
the United States increased only per cent. 

would imprudent expect marked deceleration Soviet 
economic growth. Although there will less opportunity shift labor 
from low high productivity sectors the economy, growth rates may 
continue high plateau labor productivity rises the wake 


*Associate Director, Center International Studies, Princeton University. 


included the Quarterly roundtable discussion ‘‘Marshalling 
Business Meet the Communist seven faculty members the 
Harvard Business School. Bursk, editor the Harvard Business Review, 
acted moderator. Panel members included Paul Cherington, Lincoln 
Gordon, Theodore Levitt, John Lintner, Sterling Livingston, Malcolm 
McNair, and Raymond Vernon. 


new investment and improved technology. Barring the intervention 
major war political instability the Soviet Union, the GNP may 
well continue grow for another decade about per cent 
year; and even the rate should gradually decline say average 
per cent this would still about double the recent rate the 
United States. 

Whether Western Europe will able maintain its high rate 
economic growth inevitably more doubtful. the United States, 
the rate savings and investment Western Europe depends largely 
upon the voluntary choice private business and individuals. The 
economies the European countries are subject the instability 
boom and recession. The chances are that Western Europe whole 
will increase total output average about per cent year 
during the 1960’s. would something economic miracle 
the entire area were sustain higher rate for any length time. 

Complete American recovery from the recent recession faces essen- 
tially the same problems those encountered present Western 
Europe. likely that the American rate economic growth will 
rise fraction per cent that is, average between 
and 3.5 per cent year. Any rise above this average would require 
drastic change the conditions under which the American economy 
operates. 

Supposing that the output the Communist countries were 
expand rate per cent, while the American rate remained 
about per cent and the West European somewhat higher level, 
how important would this the security the United States and 
the West? 

There can unqualified reply this question, for political 
strength and expansion rest noneconomic well economic con- 
ditions. However, economic growth unequal rates likely im- 
pinge the outcome the Cold War several ways: 

world which has grown very sensitive economic devel- 
opment, and, curiously enough, more sensitive rates economic 
growth than achieved levels growth, superior Communist growth 
rates will nurture underdeveloped countries the image the Soviet 
system healthier and more dynamic than the older economic systems 
the West. 

The expanding markets the Communist countries are likely 
exert attraction. 

Superior rates economic growth would enable the Com- 
munist bloc put increasing pressure the Western countries 
stepping its resource allocations for military and foreign policy pur- 
poses. 

the United States able accelerate its rate economic 
growth? This nation has never before deliberately tried raise its 
long-run rate economic growth. Furthermore, cannot learn 
the answer unless try. 
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late, several proposals have been made which urge that the 
rate American economic growth speeded substantially. Their 
authors including the Rockefeller Brothers Fund, Sumner 
Slichter, Leon Keyserling, and the AFL-CIO soon came 
referred the “five-per-centers.” all these proposals, the 
demands national security figure the foremost, least 
major, incentive. But the very multiplicity and vagueness these pro- 
posals rob them much their persuasion. Nevertheless, they have 
merit because they pose major problem. cannot afford shrug 
off the demand for faster expanding resources made the national 
security position the United States. But cannot act 
demand before obtain great deal more knowledge than avail- 
able now about alternative methods for accelerating our average rate 
real economic growth, their probable effectiveness, singly con- 
cert, and such their side effects which would conflict with our other 
values. 

The first step, and one that not costly, research sharply focused 
the acceleration economic growth industrial, rich and 
basically free enterprise society. And four desiderata should built 
into any growth model which want study: minimum coer- 
cion, economic decision-making government, inflation and 
deflation. But the absence these conditions central the way 
life which want secure unstable and part hostile world. 


FREEDOM THE PRESS: THE RIGHT ACCESS INFORMATION* 
Clark 


Vital Speeches the Day, Vol. 26, No. February 1960, pp. 248- 
252. 


concern over the apathy cases where there are serious 
encroachments the right access information. apathy 
that covers not only the general public but good many 
the press. 

are fortunate that the slogans free press are deeply enough 
rooted our history that few American political figures would take 
the risk direct attack the free press. But many public officials 
find subtle ways influence coerce reporters columnists who are 
too aggressive too critical: 

There are the smooth public relations operators who are help- 
ful the point where some newsmen lean them too much, and 
forget how their own digging and thinking. 

There the misuse security classifications withhold in- 
formation that should not classified. This particularly effective 
means for officials the Pentagon cover mistakes well 
improprieties. 

*Delivered the annual Lovejoy Convocation, Colby College, Waterville, 
Maine, December 1959. 

Bureau, Cowles Publications. 


There are efforts give the impression that material being 
withheld for security reasons, when actually being withheld for 
political purposes. 


There the practice officials being unavailable slow 


responding calls from reporters who are regarded critical the 
administration power. 


There the practice granting special interviews other 
privileges reporters who are regarded basically friendly. 


There are the efforts arbitrarily hide the records execu- 
tive agencies grounds that some vague “national interest” uncon- 
nected with security involved refusing divulge “confidential 
executive communications.” 


not believe the press entitled any special access in- 
formation. should entitled the same access that every citizen 
should have democracy the citizen inform himself how 
officials are handling his government. 


The problem arises when officials know (or suspect) that the 
inquiring reporter may unearth facts that are not wholly complimen- 
tary the administration when the reporter known have been 
critical the administration. 


The term “managing the news” was used The New York 
Washington Bureau Chief James Reston explaining his com- 
plaint about government information practices. Reston, whose work 
has been largely the foreign affairs field, was objecting the prac- 
tice releasing selective facts present the favorable picture the 
administration wanted get across the public. complained 
that barriers were erected block those who sought further facts 


that were inconsistent with the picture presented the “managed 
news.” 


may that you have such faith the present administration 
that you feel quite contented have that administration exercising 
arbitrary power refuse produce records. However, only 
viewing the power arbitrary executive secrecy the hands 
the other political party that many can test their true reaction such 
broad claim right refuse produce records. 


After the Truman administration was severely criticized Re- 
publicans for imposing unjustified secrecy, was amazing see 
Republican administration lay down claim right arbitrary 
executive secrecy that broader than any similar claim our history. 
The President has continued provide blanket secrecy shield 
too many reports with vague comment that the withholding “in 
the national interest.” 

The concern Congress not much over what has been with- 
held worry over where this broad claim right withhold 
records may lead some future time. Members Congress recognize 


that the wrong hands the precedent could become major tool 
forming executive dictatorship. have greater expenditures and 
more complex operations our government need more congres- 
sional investigations constantly burrow into the activities our 
public officials. The press needs the skill and the power congres- 
sional committees spotlight the big problem areas our society. 

This great issue freedom our time. goes the ques- 
tion the right Congress serve check the Executive 
department’s activities. goes the question whether free people 
are entitled information the activities government when 
question national security involved. 


FROM DOLLAR SHORTAGE DOLLAR GLUT Ellsworth* 
Michigan Business Review, Vol. 12, No. March 1960, pp. 10-14. 
The appearance large deficit the United States balance 
payments 1958 and its continuation 1959 reflected dramatic 
reversal the severe dollar shortage that endured for many years 
after the last war. While this change should put end the 
exaggerated fears continuing and irremediable shortage dollars 
abroad, hoped that will not give rise similar but op- 
posite over-concern for chronic dollar glut. The changed facts con- 
stitute warning signal; though they not justify complacency, 
neither they warrant panic. 

Although our trade balance remains favorable, though shrunken, 
longer regarded the threat Europe once was. This 
because now recognized that for the foreseeable future are 
going maintain troops abroad, furnish economic aid under- 
developed nations, and engage foreign investment. concern 
for reducing burdensome excess exports has now changed 
concern for maintaining sufficiently large one. 

When the United States runs deficit its international pay- 
ments this first shows itself the form increased payments into 
bank accounts the credit foreign commercial banks, cor- 
porations, and individuals. The immediate result this gain dollar 
holdings has been great improvement the reserve position 
the rest the free world, which has increased its gold reserves 
$11 $18 billion since 1950, and its combined gold and dollar 
holdings from $18 $40 billion. important consequence this 
change was the restoration external convertibility many cur- 
rencies, well gradual and continuing relaxation restrictions 
imports. These effects our deficits since 1950 are all the good 
they have restored better economic balance the free world, 
and have meant freer functioning world trade and payments. 

Less attractive, however, the change our own international 
position. Our gold reserves have fallen from peak over $24 
billion 1948 $19.5 billion 1959. Our short-term liabilities 


*Professor Economics, University Wisconsin. 


foreigners rose from billion 1950 approximately $17.5 billion 
today. Since must have $12 billion gold minimum currency 
reserve, the situation contains elements danger. 


Our international liquidity has thus been impaired. Yet our 
position world creditor still pre-eminent. 


What makes good sense this situation? 


Since the deficit the result our foreign payments exceeding 
our receipts from abroad, could easily eliminate reducing our 
foreign military outlays, cutting down economic aid un- 
derdeveloped countries, restricting payments for imports 
introducing some additional measure protection. 


However, our military outlays abroad, well those home, 
should determined the needs defense. Economic 
closely related defense and major aspect our foreign policy, 
which must determined its own merits. for resorting 
protection one form another, our policies this field have been 
and should formulated terms what our general national 
interest. For some years now have been embarked upon policy 
liberalizing our tariff and encouraging freer trade throughout 
the free world. would both sign weakness and confession 
failure were permit balance-of-payments difficulties, except 
most serious magnitude, turn from this path. Moreover, 
protectionist measures are unavoidably inflationary, for they reduce 
the supply goods and shelter inefficient producers from competition. 


The element that has been responsible for the sharp change 
our balance-of-payments situation worsening our competitive 
position. Producers abroad have, through modernization 
management, reduced the cost and improved the quality some 
products, introduced new ones, and improved export services. The 
appropriate response restore balance intensifying our own 
competitive efforts. 


This will, course, take time. For the immediate future, the 
most can keep matters from getting worse. Since general 
rise prices would impair our competitive position still further, the 
current policy monetary restraint will have continued. 


Over longer run, should concentrate our efforts raising 
the level performance the individual American citizen. Many 
feel that there has been slow erosion working standards and 
individual capacity perform due partly the continuance over 
some eighteen years nearly full employment, and partly the 
gradual deterioration our educational system. Reform the latter 
the direction restoring lost emphasis knowledge and 
discipline could contribute improving our competitive status, not 
only the current commercial rivalry, but also the more basic 
rivalry for world leadership. 


Such considerations, however, have little bearing the im- 
mediate problem. If, within the next two three years, the disap- 
pearance unfavorable short-run factors and the elimination 
discriminatory restrictions exports, together with active 
response the competitive challenge, not restore balance our 
international payments, would forced consider devaluing the 
dollar. Before adopted, however, essential that there 
convincing proof that the dollar substantially overvalued. this, 
there little any evidence present. 


GOALS, PLANS, AND PRIORITIES SOVIET-AMERICAN COMPETITION 


Dale Hekhuis* 


Bulletin the Atomic Scientists, Vol. 16, No. March 1960, pp. 
97-102. 


What fact and what fancy pronouncements about the Soviet 
economy? What are the long-range industrial growth prospects for 
the Soviet Union? For the United States? How fast Soviet in- 
dustry catching with American industry, and what consequence 
this for the United States? 

November 1957, Khrushchev announced fifteen-year produc- 
tion goals for some major industrial commodities and consumer goods. 
November 1958, Seven-year Plan was revealed which called for 
per cent increase industrial production and shortened the 
time for achieving the fifteen-year goals announced November 1957. 

The Seven-year Plan (1959-65) bold and ambitious, and 
much political propaganda instrument economic plan. 
Its conception and motivation derive good part from Khrushchev’s 
conviction that that system will eventually prevail which exerts the 
greater power attraction upon underdeveloped and other countries 
owing superior performance home. 

What are the prospects for industrial growth distinct from 
plans? Although decreased defense spending and increased foreign 
trade would give increased impetus growth, would seem im- 
prudent assume, for purposes forecasting Soviet industrial growth, 
that the former possibility will eventuate. Rather, assume that 
Soviet defense spending will increase moderately over the coming 
decade. Under this assumption, estimate that the average annual 
growth rate (compounded) through 1970 will per cent. 
for the anticipated that U.S. industrial growth will proceed 
annual rate not excess nor less than per cent through 
1970. 

For the purpose estimating future relative size will assume 
that the current ratio Soviet American output falls within 


*Dale Hekhuis with the Technical Military Planning Operation 
(TEMPO) the General Electric Company. 


continued 


don't know what has led turn back- 
wards the focus this month's center spread 
maybe was uncomfortable feeling 
that our concern for current literature 
might overlook significant contributions 
from the past. But whatever the reason, felt 
impelled share with you some selections 
from translation the writing 15th 
century Franciscan monk. 

About 1454, the village Sacti 
Sepulchri Tuscany, Pacioli (variously spelled 
Pacioli, Pacciolus, Paccioli, etc.) was born. 
became and famous lecturer, 
mathematician, writer, scholar, teacher and 
traveler. Late life joined the Order 
Friars Minor St. Francis. 

1494 published the first edition 
his Summa Arithmetica Geometria, 

Proportioni This general 
mathematical treatise intriguing for several 
reasons. First, contains the first printed 
account double entry bookkeeping. But more 
interestingly, rich descriptive 
material the commercial practices the 
century especially partnerships, 
sales, interest, drafts, bills and the like. 

Truly one the great classics business 
literature, Pacioli's Summa was momentous 


import. Translated into German, Bohemian, 
Russian, Dutch and English, considered 
fundamental and significant was printed 
this early date, extended the knowledge 
double entry well beyond the boundaries 
Italy and gave this system bookkeeping 
the name Venetian method Italian method. 
Pacioli's section Computis Scrip- 
turis dominated accounting literature for 
the foundation upon which 
practically all subsequent writings dealing 
with double entry bookkeeping have been based. 
But not his recordings accounting 
practices which want spread before you; 
rather, want dip here and there into 


Pacioli's Treatise, translated 


and lift some his maxims. Here, then, 
early result the still continuing search 
for principles, currently useful generaliza- 
tions, guides for conduct, general truths about 
business and business behaviors 


The purpose every merchant make lawful and 
reasonable profit keep his business. 


Books should closed each year, 
partnership because frequent accounting makes for 
long friendship. 


impossible give rules for every little thing 
the mercantile business. The proverb says need more 
bridges make merchant than doctor laws can make. 


Work should not seem you strange for Mars never 
granted victory those that spent their time resting. 


Officials not bother about details. 


Who does nothing makes mistakes, 
who makes mistakes learns nothing. 


The merchant like rooster, which all the animals 
the most alert, and winter and summer keeps 
his night vigils and never rests. 


*Geijsbeck, John Ancient Double-Entry Bookkeeping, Lucas 
Treatise reproduced and translated, Denver, The Author, 1914. 


you are business and not know all about it, your 
money will like flies, that is, lose it. 


Who the person who can count all the things that 
times peace and abundance and times war and 
famine, times health pestilence? 


big merchant never keeps his assistants idle. 


Also said that the head the merchant has 
hundred eyes, and still they are not sufficient for 
all has say do. 


Where there order there confusion. 


you are not good bookkeeper your business, you will 
groping like blind man and may meet great losses. 


also wise have separate book for memoranda, 

which call memoranda book, which day-by-day you 
shall keep record the things you might afraid 
forgetting and, you forget them, may prove 


dangerous you. Every day, the last thing the evening, 
just before going bed, you shall glance over this book 
see whether everything which should have been done 

has been done, etc., and you shall cancel with your pen the 
things that have been done. 


Great attention given merchants, for they 
are the who support our republics. 


While this backward looking frame 
mind would like call your attention 
book which will published April 15. 
Classics Management, edited Harwood 
Merrill and available from the American 
Management Association (1515 Broadway, New 
York 36, Price $9.00). haven't seen 
copy the book yet, but the basis 
correspondence with Mr. Merrill, copy 
the table contents, and his description 


* * 


criteria used selecting pieces, have 
hesitation recommending for purchase. 

has followed his recent plans the book 
will contain excerpts from the writings of: 


Robert Owen Leon Alford 
Charles Babbage Harrington Emerson 
Henry Metcalfe Henri Fayol 

Henry Towne Frank Gilbreth 
Frederick Taylor Oliver Sheldon 
Henry Gantt Mary Parker Follett 
Russell Robb Harry Hopf 
Alexander Church Elton Mayo 


Mr. Merrill chose the authors the basis 
their importance the management movement 
and the selections the basis their 

Significance the manager today. 


* 


The last selection reminds tell you 
that Viking Press has just published new 
paperback edition Elton Mayo's The 
Human Problems Industrial Civilization 
with introduction Professor Fritz 
Roethlisberger written especially for this 
new edition. 
Seriess Paperbound Compass Books 
Viking Press, 625 Madison Avenue, 
New York 22, New York. 

Prices $1.25 
Availability: From your local bookstore 

will have more say about this 
our next issue. 


Sincerely yours, 


Donald Clark 


Editor 


range per cent. This statistic taken conjunction with 
future annual growth rates per cent for Soviet industry per- 
mits conclude that 1970 Soviet industrial output, minimum, 
will about one-half 1970 American output and maximum 
approximately two-thirds. Thus, Khrushchev’s boast overtaking the 
decade hence decidedly fanciful. 


But what the significance the relative rate U.S.-USSR 
industrial expansion which likely achieved? Some American 
observers appear have equated rapid growth with military prowess. 
Others foresee underdeveloped countries, impressed with Soviet prog- 
ress, emulating Soviet-type economy. Still others shudder the 
prospect all-out economic warfare. These questions have elicited 
common prescription: acceleration U.S. industrial growth. 


This prescription overly appealing consequence the 
recent recession faulty. The ability the United States com- 
pete economically and militarily with the Soviets depends not much 


rapid rate growth, but rather the directions which re- 
sources are allocated. 


the USSR, heavy industry (producers’ goods) defense, research 
and development, and education enjoy unmistakable priorities. 


the U.S. the basic objective the economy maximize the 
living standard the population. has thus sometimes been the 
case that the U.S. has failed devote sufficient resources its defense 
needs and the education its youth. 


The history the U.S. peacetime defense effort since 1946 
marked the attitudes officials both the Truman and Eisen- 
hower administrations that the economy populace could not 
would not support the level defense expenditures deemed necessary 
the military. fact, time and again the question arose 
whether military strategy was determining the budget whether 
the budget was determining strategy. 


How might budget procedures improved? Perhaps one area 
which the USSR might profitably emulated the development 
long-range perspectives. painfully apparent that despite the 
fact that modern weapon system development requires several years 
lead time and that today’s development decisions have long-range 
expenditure consequences, the U.S. defense budget still formulated 
and enacted annual basis. order remedy this situation 
has been proposed that the President’s annual budget message include 
budget outlook for five-year period which would consist 
analysis the economic impact alternative tax and expenditure 
programs. similar vein the President’s annual economic report 
would include alternative five-year projections national economic 
aggregates which would reflect the consequences alternative as- 


sumptions with respect price trends, population growth, national 
security expenditures, etc. 


7 


This does not mean that need imitate the plans methods 
our adversaries. Rather say that need understand 
that the short-range view take governmental 
esses most costly terms the momentum lose each year 
budget time occurs. 


THE GREAT FEATHERBED FIGHT Gilbert Burck* 


Vol. 61, No. March 1960, pp. 151-153, 198 201-202. 


The showdown was bound come. For quarter century 
observers have described the working rules and wage-payment systems 
economy. For quarter century railroad management has gone 
along with the unions, making the motions threatening press for 
rule changes merely the hope getting better wage settlements. 

February 1959, nine months before the wage and rules agree- 
ments were due expire, management summarily kicked the unions 
out and launched vehement advertising campaign denouncing the 
rules. For management last discovered that railroading longer 
monopoly, but one the most ferociously competitive industries; 
that its ability compete being hamstrung the “economic 
albatross featherbedding” and other wasteful manpower practices; 
and that not only the carriers but the whole country suffers from such 
practices. 

Neither the indignation the unions over the way 
management announced its intentions nor the time has taken 
come showdown, nor even the prospect long and acrimonious 
fight detracts the least from the fundamental fact: railroad man- 
agement, the main, right. After sampling the records twenty- 
six major lines accounting for per cent the U.S. railroad opera- 
tions, the Association American Railroads estimates that the car- 
riers are paying these 200,000 men upwards $500 million year 
more than they should or, they could get along nicely with perhaps 
60,000 fewer men. How good the railroads’ $500-million-plus esti- 
mate, and what are the practical chances for doing away with all 
some the waste? 

The biggest, easiest define, and perhaps most compelling 
demand the newly embattled carriers abolish freight and yard 
firemen non-steam locomotives (nearly all are diesel). The most 
comprehensive and objective investigation this subject was con- 
ducted Canadian royal commission between March and Novem- 
ber, 1957. The commission’s conclusion was that such firemen are 
superfluous, and the Canadian roads are today gradually 
themselves them not hiring new ones. 

The railroads, plausibly enough, also want abolish certain other 
make-work customs that they say cost them around $110 million 


*Member the Board Editors, Fortune. 


year. this $110 million, they argue, some $80 million wasted 
through “excess crew” laws, interpretive rulings, 
gaining agreements that compel the carriers employ more people 
for similar work some places than others. The railroads are 
redoubling their efforts have such laws repealed. They are 
also demanding from the unions almost unrestricted right decide 
when and where and how they use their manpower. They probably 
get any such right, least not for some time. But they probably 
will and certainly should continue fight for prerogatives that belong 
management. 


The other $30 million the $110 million wasted customs, say 
the railroads, goes pay for useless and unreasonable distinctions 
between road and yard service. This separation, although perhaps 
justified years ago when other restrictions working conditions did 
not exist, has been carried preposterous limits the demands 
the unions and the literal-minded decisions the National Railroad 
Adjustment Board and other tribunals. For example, when yard 
crew ventures beyond yard limit help disabled train, every man 
the crew, addition his regular yard pay, gets whole day’s pay 
road rates. road crew were available but not called the 
job, too would paid. 


all the railroads’ proposals, the most arresting and contro- 
versial but also the most complicated and hardest effect 
one that should save about $210 million year making some 70,000 
enginemen and trainmen through freight and passenger service 
work longer earn their basic day’s wage. The vast majority the 
70,000 enginemen and trainmen now earn much more than basic 
day’s pay much less than basic day. 


However, changes cannot effective without lifting certain 
restrictions. The railroads also want (1) merge short divisions and 
establish crew terminals far enough apart for the crews make 
full runs within their own territory; (2) abolish monthly hour and 
mileage restrictions; (3) abolish most the “arbitrary payments” 
and “constructive allowances,” such premiums for terminal delays, 
and simply pay engine and trainmen single time miles hours, 
whichever greater, from the time they report until they are relieved. 
this were done, there would still lot choice jobs left, but 
there would less spread, dollars per hour, between the best and 
the worst paying jobs. 


Taking everything together, the railroads’ case too strong and 
has received too much attention swept under the rug once again. 
The problem how get the unions accept the bulk it. far 
railroad management whole has shown great talent for ex- 
plaining its employees what wants and why. And manage- 
ment going very slow rectifying some its own wasteful prac- 
tices e.g., maintaining duplicate tracks, stations, and other facilities. 


only increasing man-hour productivity that society can 
improve its standard living. this means fewer workers some 
industries, means rising opportunities others. 

The time has come for the whole railroad industry, labor well 
management, behave like the competitive business has fact 
become. 


IDEAS: THE BASIS FOR EFFECTIVE COMMUNICATIONS 
Fred Dowling and Conrad Posz* 


Journal the American Society Training Directors, Vol. 14, No. 
February 1960, pp. 3-6. 


Leaders business and industry have poured money and talent 
into development courses and training programs aimed giving 
men the skills and techniques necessary speak and write effectively. 
But frequently the results have been disheartening, because such pro- 
grams are based the false assumption that the ability express 
idea far more difficult than the ability “get” idea. However, 
people who have something write and speak about have little 
trouble stating their ideas. 

That creativity, idea getting, worth teaching obvious. Can 
taught? Yes. And can best taught helping people 
overcome three crucial blocks: dulled senses, stunted imaginations, 
and lack emotional control. 

become acute observer, person must understand why his 
senses are dull. Sufficient evidence may available all the time, 
but sometimes refuse view open-mindedly once have 
established “first” impression. Thus, subconsciously dull our own 
senses. It’s easier along with established prejudice than 
re-evaluate see were right the first place. 

Stunted imagination, the second important block creativity, 
prevents many people from getting ideas. From childhood 
are told practical. Later on, when our job demands that 
creative, can’t be. Let’s take two examples. First, the competitive 
aspect our day-to-day living invites negative reaction some- 
one else’s ideas unless can see the chance some personal gain. 
When greet the ideas others with negative response some- 
times prevent ourselves from creating new ideas based the one sug- 
gested the other person. Teaching ourselves the habit respond- 
ing positively new ideas even though they come from 
one way stir our sleepy minds. 

Another way which our way life tends cramp the 
attitude that time spent just thinking, without physical activity, 
wasted time. 


_*Fred Dowling Assistant Professor Education, Arizona State Uni- 
versity. Conrad Posz Educational Director Northwest Schools, Port- 
land, Oregon. 


The third stumbling block creativity failure control 
certain emotional reactions. Two crucial emotional attitudes which 
tend prevent creativity are: first, the fear making mistake 
suggesting something impractical. And second, the tendency, espe- 
cially under trying circumstances, grasp the first idea that comes 
along rather than postponing final choice until all possible ideas have 
been thought of. 


THE INVASION PRIVACY: THE MODERN CASE MISTAKEN IDENTITY* 


Robert Strunskyt 
The American Scholar, Vol. 29, No. Spring 1960, pp. 219-226. 


Human individuality, the intrinsic element life that distin- 
guishes not only our species but each from each other, surely 
the most private our possessions. 

The two forces that have contributed most effectively the de- 
cline privacy our society are those which are most deeply 
committed, namely, the scientific spirit and the democratic ideal. 
Indeed, there single lesson that science seems teach, 
single practice which democracy seems frown, the error 
viewing the world subjectively and acting accordance with this 
view. 

One our most abiding preoccupations today the fear sub- 
jectivity. find ourselves relatively constant state suspicion, 
not apprehension, concerning the validity those judgments and de- 
cisions that are the product our instincts and intuitions, and that 
spring from the discrete nature our individuality. 

Science has clearly encouraged this sense apprehension, con- 
tinuing substitute world relativism for one absolutes. 
expands the universe knowledge and continues demonstrate how 
little this universe each can hope know understand. 
Moreover, affirms this knowledge the strength process that 
both alien and inimical any subjective approach reality. 

this frontal assault individuality, democracy has joined 
forces with science. Through generalized and shallow view the 
democratic ideal, there increasing tendency equate values 
with numbers and substitute the public ethic for the personal one. 
There indiscriminate worship popularity that has resulted 
attributing inherent virtue those sentiments and values shared 
the greatest number. 

sense anonymity encouraged common terminology 
that increasingly tends categorize the individual functional 
statistic consumer, voter, housewife whose primary identity 


*Fifth American Scholar series the invasion privacy. Other 
contributors include Richard Rovere, August Heckscher, Granville Hicks 
and Gerald Johnson. 


with the Columbia Broadcasting System. 


and value lie his multiplicity rather than his uniqueness. 

Man views himself somewhat larger context than the dimen- 
sions suggested any one his specific activities. His estimate 
himself apt find expression more idealized terms: 
piece work man! How noble reason!” This clearly sub- 
jective view but deny its reality such grounds remove 
controlling element human dynamism. 

can hardly denied that our technology has ideally served the 
material needs democratic, industrialized and expanding society. 
But doing, there compelling evidence that has rendered con- 
siderable disservice the psychological needs the society that is, 
the need each its members have strong, specific and un- 
mistakable awareness his identity. 

Today the question commitment matter both public and 
private concern. arises most frequently with reference the central 
conflict our time the prevalent belief that, country, seem 
lack unifying commitment common goal. 

But the lack national objective not the whole answer, if, 
indeed, even part. the daily output energy, ingenuity and 
focus any indication, there considerable evidence that know 
what want and like what happening while are getting it. 


Much our concern may have its source the processes with 
which are involved rather than our national objectives. What 
may really troubling the challenge offered technology our 
ascendancy individuals. contemplating the possibility that our 
intrinsic faculties are longer adequate meet the problems 
face are conscious having lost part our identity. And this 
society continues relentlessly measure and motivate us, are in- 
escapably left with overwhelming being acted upon rather 
than acting. 


The corollary inescapable calling clearly for the individual 
make himself over (to the degree that humanly possible) into 
image the machine. the eagerness with which many 
are content accept data for judgment, methodology for conclusions, 
the statistical for the moral view, already possible here and there 
observe the early stages this conversion. 


Today the relatively secluded environment the home and fam- 
ily remains perhaps the last refuge subjectivity. continues 
place where the individual feels reasonably secure the release 
his emotions, his freedom improvise intuitively system values, 
and impose them his immediate society. While these values may 
arbitrary and frequently erroncous, they have the virtue spon- 
taneous generation. They have, too, even larger virtue peculiar 
and exclusive the family unit the underlying premise and moti- 
vation affection and interdependence. this premise, uncon- 
sciously shared each member the family, that compensates for 


any excess the totalitarian spirit, for carries its own built-in safe- 
guards against the native barbarity the species. 

The same cannot said for the larger societies the community, 
the nation and the world. There appears opportunity for such 
motivation assert its dominance over the relationships that govern 
the activities these Such inherently selfless concepts 
democracy and science, based they are valuation the dignity 
man and the pursuit truth, are yet unable generate with 
sufficient intensity those qualities affection and devotion that mark 
our most intimate relationships and that give the fullest expression 
our individuality. 

would clearly irrational suggest turning back these 
concepts. But there can be, perhaps, reappraisal some the 
practices that democracy and science have inspired. For the task that 
confronts democracy and science today that re-animating each 
with vibrant sense our individuality, providing with 
the opportunity recapturing its once sovercign role, and restoring 
man his natural capacity for moral fervor. 


THE NEW INDUSTRIAL ELITE Edward McCreary 
Esquire, Vol. 53, No. April 1960, pp. 108-109, 111. 


Over the next thirty years U.S. industry going undergo 
some truly fantastic changes. Because these great alterations, the 
nation’s graduate schools are bidding produce the next generation’s 
industrial elite. The potential rise sharply defined and specifically 
recruited industrial elite amounts nothing less than social revolution. 

Today major concerns are operated rising class “pro- 
managers who control but not own the companies 
they run. the upper echelons this rising new “manager” 
class that the business schools are grooming their students enter. 

Today comfortable middle-management world that has evolved 
since the end World War about turned virtually inside 
out organizational concept based electronic computers and 
mathematical handling business data. 

What’s happening industry that they learn more about 
their industries, markets and the control large organizations, top 
managers are taking over reins they let loose the 1940’s and 1950’s. 
They are doing making lower-echelon jobs cut-and-dried affairs, 
and instituting new headquarters staff groups keep eye 
more difficult operations. 

the future, top management takes over more the plan- 
ning and innovating projects for diversions, the staff programmers, 
research analysts, and over-all co-ordinators through which does 
will rise the ladder, and most middle managers will move 
down relative prestige and pay. This means that the larger part 
ebullient and rising class managers will stopped its 


tracks become white-collar proletariat. The other part will be- 
come industrial elite. 

This change won’t happen all companies. Nor will happen 
all once. But the trend, and raises some fascinating questions. 
What will the status symbols the new order be? Where will job- 
directed middle managers turn for the fulfillment they now seem 
find work? From where will the new industrial elite draw its 
members? What training will new managers need? What will this 
the American social structure? 

Over the next twenty years, you are going hear babble 
questions and answers just these topics. But graduate business 
schools, whose students are tailored for easy entry into those all- 
important top-staff spots, the coming change spells fulfillment as- 
pirations already more than two decades the forming. 

It’s becoming matter pride with many corporate executives 
have few business-school people around and their eagerness 
collect men with Master Business Administration degrees, the 
nation’s companies not only bid the salaries graduates, but 
shower the schools these men come from with equal attention and 
largess. 

through effective and, hopefully, basic research industry 
that the business schools hope make themselves invaluable 
changing business world. business-school research gets more basic 
starting gain bit respect from older disciplines whose 
members have often scorned the business schools. But for all their 
eager acceptance business and grudging acknowledgment from 
other disciplines, the business schools are constrained contention 
amongst themselves over what they should teach and how. 

The contention centers around Harvard and its widely adopted 
case system devised the Presented with case centered 
around marketing, production human-relations problem, class 
asked, “What would you such situation?” 

excellent system, all right, but business changing too 
fast for cases alone sufficient,” say case method critics. Carnegie 
Institute Technology and MIT are dedicated mathematical 
and computerized approach business organization toward which 
their research, and the fact that their students are technically trained, 
directs the two schools. Thus they make only partial use cases. 

The University Chicago beats the drums for more academic 
approach. The way train man for business give him solid 
ground the behavioral, mathematical and economic sciences 
applied business and uses the case system very limited way. 

actuality the schools are not far apart they sometimes 
sound. What eventually going evolve most schools com- 
bination case studies, general studies economics and psychology 
and straight instruction some kind statistics, 
ming and computer courses. 


But for all the differences, real imagined, top business- 
school philosophies, companies snap their students fast they 
matriculate. One reason for this scramble for business-school graduates 
that most are brighter than the average recruit. 

Most graduates come out school with: 

working knowledge the tools business accounting 
finance, marketing techniques, production and psychology, human 

general knowledge the characteristics and lore major 
industries. 

“feel” for how the various parts business mesh together 
keep the whole going. 

bit economics and some form practice solving busi- 
ness problems. 

this age the giant corporation, and with the advent the 
business-school graduate center stage, the Horatio Alger legend 
fast fading the wings. Rather than create empires, graduates want 
join them. There interesting switch attitude away from 
traditional business values: money, itself, longer sufficient. 
must connected with something important that also confers prestige, 
for the new era man known the company that keeps him. 
phrase, these men are administrators not entrepreneurs. The 
companies they control will run smoothly. make multiple 
studies before committing themselves and they’ll take few unnecessary 

But the biggest challenge they are going face over the next 
thirty years one competition with another rising set managers: 
their counterparts the Soviet Union. economic war with the 
world its prize demands imagination and risk-taking ability well 
competence. Whether the embryo elite has these qualities 
sufficiency, have wait see. 


THE RETREAT FROM EXCELLENCE Claude Fuess* 


Saturday Review, Vol. 43, No. 13, March 26, 1960, pp. 21-23. 


pattern which recognizable throughout our society that 
are increasingly ignoring the important differences among people. 
New England school janitor often receives higher salary than 
the teacher whose room cleans. This has always seemed 
somewhat absurd, yet have been told, “Why not? works just 
hard, doesn’t he?” After all, one citizen valuable another! 

That one citizen good another favorite American 
axiom, supposed express the very essence our Constitution and 
way life. But just what mean when utter that platitude? 
One surgeon one plumber not good another. soon 
become aware this when require the attention either. Yet 


*Headmaster emeritus Phillips Academy, Andover, Massachusetts. 
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political and economic matters appear have reached point 
where knowledge and specialized training count for very little. 
newspaper reporter sent out the street collect the views 
various passers-by such question “Should the United States 
defend Formosa?” The answer the bar-fly quoted just solemnly 
that the college teacher history. That the opinion one 
citizen technical subject just authoritative that another 
manifestly absurd. And accept the opinions all comers hav- 
ing the same value surely encourage cult mediocrity. 

The prevalence cult mediocrity evident many phases 
our national economy. One the more obvious examples this 
the system under which all workmen, regardless skill attitude, 
receive the same pay for the same job. Under the existing policy 
nobody has any incentive for toiling harder longer more effec- 
tively than his less aggressive neighbors. The principle “leveling 
down” here perfectly illustrated one its worst aspects. The 
widespread acceptance our country the doctrine promotion 
seniority alone has had much the same consequences. 

can argued that the United States and the Soviet Union, 
without either intent realization, have been exchanging national 
philosophies. our insistence that all men and women engaged the 
same jobs should compensated the same amount, regardless 
activity quantity and quality production, have been moving 
toward the fundamental principles Marxism. The Russians, the 
other hand, convinced that exceptional energy and ability are national 
assets and should therefore well rewarded, have adopted some the 
stimulating practices associated with the capitalistic system. Robert 
Strout has reported that the Union university professor may 
receive from $35,000 $50,000 the current rate exchange. 
adds significantly, who sees the sputnik isolated phe- 
nomenon shortsighted. not race between sputniks but race 
between schools.” 


SEMICONDUCTORS 


Business Week, No. 1595, March 26, 1960, pp. 74-78, 83-86, 93-96, 
101-116, 121. 


dozen years ago, team physicists Bell Telephone Labora- 
tories tossed some dice electronics manufacturers and started 
scramble the likes which even that volatile industry had never seen. 
The “dice” were the first transistors tiny chips specially prepared 
germanium metal that demonstrated new way control and amplify 
electrical signals, the most basic job performed any kind elec- 
tronic equipment. 

This year, transistors and kindred devices are selling annual 
$500-million clip, and there are predictions $1-billion rate 1963. 
The business popularly known the semiconductor industry, be- 


cause its products are made from semiconductors, group materials 
with electrical characteristics that can tailored control electrical 
current particular way. 

only years, the semiconductor industry has accomplished 
enough rank it, probably, the world’s fastest growing big business. 
Not only that almost classic example the particular kind 
growth that technological innovation can fire throughout the 
economy. The growth has been achieved through systematic 
research and development with results often far removed from the 
original R&D goals. But having depend innovation for growth 
makes tough for businessmen chart course. That’s why the 
industry, important and exciting its own right, also meaningful 
case history for executives any business. 

Before semiconductors came along, the electronic industry faced 
crisis. According one Motorola executive, “Equipment had have 
many components limited reliability that the total system’s relia- 
bility was zero.” Compared the vacuum tubes that were frequently 
used such systems, semiconductor components are cheap, small, 
simple, long-lasting, and much more reliable. 

Transistors, the best known these components, last year 
accounted for slightly more than half the industry’s $400-million 
sales. Two other components approximately split the balance 1959 
sales: rectifiers devices that let current pass one direction only 
and are most commonly used convert alternating current direct 
current and diodes, which are low-power rectifiers used one-way 
electrical gates signal-power levels. 


The military now gives the new industry about half its sales 
income, and this market will continue grow. the civilian side, 


electronic controls, vital computers, are just beginning open 
market. 


Among consumer goods, all portable radios 
portable transistorized sets are production, and standard 


sets will probably switch semiconductor parts when prices dip little 
more. 


its short life the industry has attracted 90-odd companies the 
S., including all the integrated electronic giants the one hand 
and small-scale speculative ventures the other. Since they lean 
heavily research, the companies are all long brains, short 
brawn. doesn’t take much capital get into the business. And 
technical changes come fast that usually doesn’t pay invest 
heavily plant and equipment that would soon obsolete. 

The brains who run the semiconductor industry have had some 
pesky problems. The young giant stumbling all over itself 
rush expand. The most common sales tactic the price cut (unit 
prices any established line tend fall disconcerting 30% year), 
and it’s fortunate for the marketing men that volume keeps climb- 


ing. Talent scarce, and competitors continually raid each other’s 
ranks. Limited funds for research and development have 
stretched over broad areas. Vested interests resist innovations. 

Production yields have always been one the industry’s most 
jealously guarded secrets. Yields are the most influential all factors 
affecting prices. They are also inseparable from the question whether 
not production should mechanized lively issue the in- 
dustry today. mechanization and other methods improve yields, 
perhaps even the average 90%, prices will plummet. It’s nothing 
new for new product bring high price first and low one 
later. The first ball-point pens, for instance, cost the customer $15, 
now you can buy ball-point and better one that for 
quarter. just the same way, junction transistors dropped from $100 
about 50¢. taking the profits from the early high prices and 
repeatedly plowing them back into research and expansion, the semi- 
conductor industry has been able bring out flood new products 
each commanding handsome price begin with. effect, has 
worked the ball-point pen cycle over and over again. 

means certain that the semiconductor industry can con- 
tinue the pattern indefinitely, however. nagged some vexing 
questions: 


How fast and how far can reduce prices without endangering 
its ability maintain flow profitable new products? 


When will start behaving like normal industry and stand- 
ardize products? 


does standardize, will price competition become frightful 
that one can make decent profit? 

far, the answer has generally been research and more research 
keep technologically ahead. Practically every manufacturer claims 
it’s the top percentage the sales dollar reinvested research 
and plant. 

What lies ahead for the semiconductor industry? the moment 
faces new imponderables, any one which could have drastic 
effect: 

The sudden upsurge foreign competition. Rivalry from abroad 
relatively new semiconductor makers. But it’s already 
stiff and will get worse. Japan currently the most potent com- 
petitor. Imports Japanese transistors, mostly entertainment 
quality, priced 50¢, rocketed from $7,000 1958 
the first nine months 1959. growing semiconductor industry 
Europe also threat. has been perhaps year behind the 
know-how, but it’s catching fast. 

and foreign semiconductor companies have variety 
deals exchange technical and financial help. G.E., for example, 
related two Japanese electronics outfits. Many companies have 
set foreign subsidiaries and built plants abroad. reverse arrange- 


WHERE 


ments, Westinghouse holds rights process for producing 
ultra-pure silicon developed German concern. 

The results still further probing into the many areas still un- 
explored. This could bring revolution materials, new devices, 
more improvement existing products, and wide new markets. 

the development devices using new materials, semiconductor 
companies are following two paths: expanding the versatility ex- 


isting products such transistors, and designing wholly new devices 
for new jobs. 


DOES YOUR CHARITY DOLLAR GO? Peter Maas* 
Look, Vol. 24, No. March 15, 1960, pp. 40, 44-46. 


Rivalry and rackets many areas philanthropy cut deeply 
into the donations millions Americans. Your charity dollar may 
never reach its goal because misrepresentation, enormous “expenses” 
outright fraud. countless other cases, charities may not swal- 
lowing your dollar, but they are devoting only portion what they 
collect the advertised causes. This comes time when Americans 
are being bombarded never before appeals from coast coast. 

What happens your dollar this unbridled competition? Even 
for the worthiest causes, hefty chunk quickly wasted high 
fund-raising costs. But since low fund-raising costs appeal con- 
tributors, elaborate accounting techniques are employed many 
charities make these costs seem minimum. The most popular ploy 
today charge off fund-raising costs “education.” 

Another result intense competition has been increase the 
number special events one the costliest ways raising money 
for charity. best, agency nets barely more than half the proceeds. 

Along with the rash appeals has come one promotion stunt and 
gimmick after another, striving enlist your sympathy and your dollar. 
The most spectacular the telethon. man who produced tele- 
thons told me, telethon charity gets per cent the gross. Some 
them are lucky they don’t lose For the most part, this isn’t 
due unfulfilled pledges, but the high cost putting the tele- 
thon. 

How much actually goes into salaries? figures are more closely 
guarded. Recently, however, uncovered three “inside” budgets, 
which reveal charity-salary statistics never before published. each 
case payroll expenditure turned out the biggest single item. The 
budgets were for three top affiliates national appeals chapters 
the American Heart Association, the American Cancer Society, and 
the National Tuberculosis Association. 

How much your dollar goes research? most instances, only 
small part ends there. The one major exception, the Damon 
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Runyon Cancer Fund, supported the Walter Winchell Founda- 
tion, and uses all your contributions for research. the bigger 
agencies, the American Heart Association devotes the largest slice 
its budget for research projects. Next the American Cancer Society. 
The rest are doing well their research allocations equal their fund- 
raising expenses. 

How give has also become bewildering problem. There are 
two embattled camps trying collect from you. one side are the 
community United Funds which raise money for host health and 
welfare causes single “give-once-for-all” packages. the other 
are the health agencies polio, heart, tuberculosis and 
cancer which conduct independent campaigns. 

About 1,200 United Funds are operation. They have extremely 
low fund-raising costs. They also cut down the plague multiple 
drives, while the same time they protect weak but worthwhile causes 
that might otherwise lost the shuffle. 

Advocates separate drives for new health agencies advance this 
argument: not allowed have its own fund drive, new agency 
would never get off the ground. and large, the people charge 
United Funds not favor admission new agencies, because each 
such admission increases the amount money raised. 

the same time, the number health drives continues mush- 
room wildly. How sensibly you give them? 

Actual health needs seem play little part eliciting the 
support most Americans. For example, you contribute about the 
same amount annually for 9,000,000 severe cases mental illness 
for 200,000 sufferers from muscular dystrophy. For fund raisers, the 
reason for this disparity simple: successful appeal has 
make you give “emotionally” and “from the heart.” This means that 
the ideal cause has have “good child image” prefer- 
ably both going for it. 

There are four basic steps you can take protect yourself from 
the charity rackets: 


Never give any street solicitor unless the drive has been 
officially certified your community. 

Under circumstances respond appeal telephone. 

Never donate any cause that has sent you unordered mer- 
chandise. You are under obligation return it. you mail back 
contribution, you can certain that most will not reach the 
unfortunates for whom the charity was organized. Nationally, there 
are two outstanding exceptions: the seal campaigns for the National 
Tuberculosis Association and the Crippled Children’s Society. 

doubt, check with your local Better Business Bureau. 

Rackets notwithstanding, nobody seriously questions the place 
charity appeals America. However, there increasing evidence that 
the house charity must set itself order. 


There are almost many answers appeals. Some experts be- 
lieve that local control with teeth the only way out. Others 
have put forth the idea having one national appeal for all health 
causes and another for welfare. the end, you will have decide. 
It’s your dollar. 


YOUR COMPANY UNDER THE OUT-MODED ANTITRUST LAWS 


Bryan Pynor 


The Magazine Wall Street and Business Analyst, Vol. 106, No. 
March 26, 1960, pp. 15-17, 55-56. 


Today many segments the economy feel that stifling 
growth threatened over-zealous application our antitrust 
laws. 


Few deny that competition one the key pillars American 
capitalism, that freedom pursue economic gain one’s own self- 
interest one the most important freedoms which have. the 
same time, most agree that the extent which either individuals 
corporations can pursue their own self-interest must limited. 


was the light such beliefs these and real evidence the 
monopolization economic advantages that Congress enacted the 
Sherman Act 1890. Later, 1914, the Clayton Act was adopted 
and independent regulatory commission The Federal Trade 
Commission was also set police the industrial field against 
“all unfair methods competition.” 


Yet, the courts which American industry business 
must, present, rely for any true understanding antitrust policy. 
This because the Sherman and Clayton Acts are extremely broad and 
general. The Sherman Act forbids contracts, combinations, and con- 
spiracies restraint trade; also forbids monopolizing and attempts 
monopolize. Having stated these generalities, the law, however, 
makes attempt define even what monopoly is. 


The Clayton Act mainly known for its antimerger clause. This 
proviso makes illegal for one company acquire another company 
either through stock purchase the purchase assets the pro- 
posed merger tends substantially lessen competition create 
monopoly. Again, attempt was made define the lessening 
competition monopoly. 

Since 1945, the Antitrust Division and the courts have generaily 
followed Judge Learned Hand’s decision that Congress “did not con- 
done ‘good’ trusts and condemn ‘bad’ ones; forbade However, 
one can sure precisely how individual cases may decided even 
within the principles adopted the Hand decision. 


Another basic reason for the uncertainty which surrounds current 
antitrust policy that the laws place little limit the allegations 
that the Antitrust Division the Justice Department may make 
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against potential litigations. yardsticks are provided the law 
for defining limiting the action the Justice Department. 

This unchecked scope for litigation which antitrust prosecutors 
possess raises one the most baffling problems that company execu- 
tives face. the Justice Department brings action under Section 
the Clayton Act company bent merger has choice but 
fight the action wants consummate the merger. 

However, the same time, management knows that the period 
required before the issue can resolved will long and expensive 
one. Thus, even though many merger-bound firms are sure that their 
move does not violate the law, they are compelled halt the 
merger because delay involved the court suit would too costly. 
Under the circumstances, this virtually the only choice con- 
scientious management can make, but hardly one should 
forced make. 

Another outstanding example the inconsistent impact cur- 
rent antitrust policies business and industry lies the conflicting 
actions the Justice Department with other agencies government. 
Large sections the economy are subject regulation one 
sort another various other Government agencies. 

Few practical suggestions for improvements have been made. 
What really required recognition the essential facts and com- 
mon-sense principles. First all, needs recognized that 
bigness not and itself badness. 

needs recognized that current American competition 
effective and workable. Even the most concentrated industries, 
progressive technology work. The fruits the progressiveness are 
passed consumers the form lower prices, larger output 
and improved products. 

Furthermore, ought fully recognized that there are 
automatic checks and balances working within the economy 
insure the continuity competition. firm’s market power fre- 
quently restrained, not only competitors within its own industry, 
but its customers and suppliers. 

The first step any adoption change through aroused 
and enlightened citizenry this case, mainly business-minded 
citizens. Business now paying high price for antitrust enforcement. 
should prepared work hard for necessary reforms its own 
interests. 
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